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Summary of Legidlation: (Amended) This bill exempts gross income received by a not-for-profit sewer
utility from the state gross income tax.

The bill allows the Indiana Utility Regulatory Commission to adopt rules or issue orders that establish
regulatory procedures or standards governing a public or municipally owned water or sewer utility that:

(1) serveslessthan 5,000 customers;
(2) primarily provides retail service to customers; and
(3) does not serve extensively another utility.

The bill provides that a not-for-profit sewer utility may receive funds from the Build Indiana Fund, the
Wastewater Revolving Loan Fund, and the Drinking Water Revolving Loan Fund.

Effective Date: July 1, 2001.

Explanation of StateExpenditures: (Revised) Thisbill would alow thelURCto adopt rulesor issueorders
governing the regulation of smaller utilities. These utilities are defined as public or municipally owned
utilities providing primarily retail service to fewer than 5,000 customers while not extensively serving
another utility. The IURC may incur additional costs in the establishment of new rules, however, any
additional expenses may be partially offset if the new rules or procedures allow the IURC to streamlineits
regulation of smaller utilities.

Regulatory procedures established under the authority granted by thisbill must be in the publicinterest and
must at least promote either efficiencies for the Commission, the utility, or consumers or provide a more
accurate evaluation of a utility’s physical or financial conditions or needs.
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Under this bill, regulatory procedures or standards for smaller water or sewer utilities may be initiated by;
a smaller utility, the IURC, the Office of the Utility Consumer Counselor (OUCC); or a group of ten
individuals, firms, companies, or other complainants. The number of these small water or sewer utilitiesthat
would be affected by this proposal is dependent upon the extent to which regulatory proceduresareinitiated
by one of the specified parties.

The bill aso makes not-for-profit sewer utilities eligible for funds from the Build Indiana Fund, the
Wastewater Revolving Loan Fund, and the Drinking Water Revolving Loan Fund.

Explanation of State Revenues: The Indiana Utility Regulatory Commission and the Office of the Utility
Consumer Counselor arefunded by public utilities. Theannual feechargedto utilitiesisbased on the budgets
of these two agencies. At the end of thefiscal year, if the total public utility feesin the Public Utility Fund
plus the unspent balance of the Fund exceeds the total appropriations for the lURC and the OUCC (plus a
$250,0000 contingency fund), then the IURC must compute each utility’ s share of the excess. Thisshareis
then deducted from any subsequent payment of theutility’ spublic utility fees. InFY 2000, public utility fines
and fees generated $8,053,986.

Explanation of L ocal Expenditures:

Explanation of L ocal Revenues:

State AgenciesAffected: IndianaUtility Regulatory Commission; Officeof the Utility Consumer Counselor.

L ocal Agencies Affected: Some municipally owned utilities may be affected by this bill.

Information Sources: Mike Leppert, Executive Director for External Affairs, IURC, (317) 232-2714.
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